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PAID  UP  OIL  AND  GAS  LEASE 
\<* 

e.u     i&  a™<s  MiscA-  ->cw  k^wh  William  B.  Hale  and  Maria 

THIS  LEASE  AGREEMENT  is  ^  »  * J^^j;  ft  GAS  INC1000  Louisiana  Street,  Suite  1 500,  Houston,  Texas  77002  as 

r  ^ — ^M  Ieascs  and 

lets  eScly  to  Lessee  the  following  described  land,  hereinafter  called  "leased  premises  . 

SEE  EXHIBIT  "A"  ATTACHED  HERETO  FOR  DESCRIPTION  OF  LEASED  PREMISES 

■  •      ft  iMftdi  a~r«  mi1^rtrless  (including  any  interests  therein  which  Lessor  may 
In  the  County  of  Tarrant,  State  of  Te*^conta1^^  producing  and  marketing  oil 

includes  helium,  carbon  dioxide,  gaseous  su^.™mP°™  \         ,  ^        leased  premises"  also  covers  accretions  and  any 

considemta,  of  the  aforementioned  cash  bonus  L«or  ^^"^^^T,,,,^^^  of  »y 

Scc^^SSSiiifa  ^samc  field  ( or  if  there  is  no  such  price  then  prevailing  in  the  same  field,  then  m  the  nearest  field  in  which 
SS  WTa pSmg  pTe)  for  production  of  similar  grade  and  gravity;  (b)  for  gas  (includmg  casinghead  gas)  and  all  otiier 
sStaSciTcVeKereby  *elyalty  shall  be  One-Quarter  (1/4)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof  piovwted 

ISoS  qS  X  samffield  (or  if  there  if  no  such  price  then  prevailing  in  the  same  fied,  then  in  the  nearest  field  m 
wSchta 1 Zhl  S  ng  price)  pursuant  to  comparable  purchase  arrangements  entered  into  on  the  same  or  nearest  preceding 
Ite  L  dTdate^n  which  LeJee  or  its  affiliate  commences  its  purchases  hereunder,  and  (c)  in  calculating  royalties  on  production 
£Lnd£  iSe^  ^  Pa*  ^  any  production  and  excise  taxes.  If  at  the  end  of  the  primary  term  or  any 

STuStoSTS  more wifon  L  £ased  presses  or  lands  pooled  therewith  are  capable  of  piling  oil  or  gas  or  other 
ESSSL  in  paying  quantities,  but  such  well  or  wells  are  either  shut  in  or  production  therefrom  is  not  being  sold  by 
ZZZZ^ZS**  -erLless  be  deemed  to  be  producing  in  paying  quantities  for  ^W^gg^^ 
If  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shut  in  or  production  therefrom  is  not  bang  sold  by **  J*»* 
hS  pay  an  aggregate  shut-in  royalty  often  dollars  per  net  mineral  acre  then  covered  by  this  lease,  ™h  P^^^ 
ma Sore  tteend  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  penod  while  the  well 
mlcT^Z^^uoaoIIcr,^  is  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being n^med  by 
ope^tionVor  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no 
shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operattons  or  production.  Lessee  s 
Sire  "pro^y  pay  shut-in  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  not  operate  to  terminate  this  leas* 
Lessee  may^rnaSin  this  Lease  in  effect  solely  by  the  payment  of  shut  in  royalties  for  (,)  any  one  penod  of  more  than  Two  2} 
consecutive  years  or  (ii)  for  shorter  periods  during  times  all  wells  are  actually  and  physically  shut  in  from  time  to  time  not  exceeding 

rVhut-Syrnem^shuI-in  royalty  payments  under  this  lease  shall  be  paid  or  tendered  directly  to  Lessor  at  the  above  address,  or 
its  successors,  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or  tenders  may  be  made  in  currency  or  by  check  or 
by  draft  and  such  payments  or  tenders  to  Lessor  by  deposit  in  the  U.S.  Mails  in  a  stamped  envelope  addressed  to  the  Lessor  at  the  last 
address  known  to  Lessee  shall  constitute  proper  payment.  «  a»a    u  i  „,^i«c^ 

5  Operations  If  Lessee  drills  a  weU  which  is  iirapable  of  produ^  dry  hole  )  on  the  leased 
premises  or  lands  pooled  therewith,  or  if  aU  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause, 
including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority,  then  vi 
the  event  this  lease  is  not  otherwise  being  maintained  in  force  it  shall  nevertheless  remain  in  force  if  Lessee  commences  operations  for 
reworking  an  existing  well  or  drilling  operations  for  an  additional  well  or  for  otherwise  obtaining,  restoring  or  increasing  production 
on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days 
after  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  lease  is  not  otherwise  being 
maintained  in  force  but  Lessee  is  then  engaged  in  drifting,  reworking  or  any  other  operations  reasonably  calculated  to  obtain,  restore 
or  increase  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with  no 
interruption  of  more  titan  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances 
covered  hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith. 
After  completion  of  a  well  capable  of  producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  leased 
premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar  circumstances  to  (a) 
develop  the  leased  premises  as  to  reservoirs  then  capable  of  producing  in  paying  quantities  on  the  leased  premises  or  land  poo  ed 
therewith,  or  (b)  protect  the  leased  premises  from  uncompensated  drainage  by  any  well  or  wells  located  on  other  lands  not  pooled 
therewith  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein. 

6  Pooling.  Lessee  shall  have  the  right,  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any 
other  lands  or  interests,  as  to  any  or  all  depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the 
commencement  of  drilling  or  production  whenever  Lessee  deems  it  necessary  or  proper  to  do  so  m  order  to  prudently  develop  or 
operate  the  leased  premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  interests.  The  creation 
of  a  unit  by  such  pooling  shall  be  based  on  the  following  criteria  (hereinafter  called  "pooling  criteria"):  A  unit  for  an  oil  well  (other 
than  a  horizontal )  shaft  not  exceed  40  acres  plus  a  maximum  acreage  tolerance  of  10%.  and  for  a  gas  well  or  a  horizontal  completion 
shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas 
well  or  horizontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any 
governmental  authority  having  jurisdiction  to  do  so.  For  the  purposes  of  the  forgoing,  the  terms  "oil  well"  and  "gas  well  sha  1  have 
the  meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or  if  no  definition  is  so  prescribed,  "oil  well 
means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well"  means  a  well  with  an  initial  gas-oil 
ratio  of  100  000  cubic  feet  or  more  pre  barrel,  based  on  a  24-hour  production  test  conducted  under  normal  producing  conditions  using 
standard  lease  separator  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  or  gas  well  in 
winch  the  horizontal  component  of  the  gross  completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof.  In 
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exercising  its  port*        —  £S£]^^ 

snT^ 

Lessor's  royalty  is  calculated  shall  be  that  propomor proportion  of  unit  production  is  sold  by 
included  in  the  unit  bears  to  the  total 1  gross  acreage  in ^^^feXnSS  »  &     «PPUcable  Poolil*  ? 

unit  is  formed  hereunder  before  the  ura  wen  is  anucu  ww  v    f  comoletion  of  the  well; 


Lessee.  In  the  event  a 


criteria  that  actually  exists.  PooUng  in  one  or  ™J»*?^  K^E *b ^^^nSUo  or  both,  either  before  or  after 
the  recurring  right  but  not  the  obhgauon .  to  rev.* >«y  T^^^^L  prescribed  or  pennitted  by  the  governmental 
commencement  of  production,  in  order  to  C«^5^^2^^^IJ!SI  made  by  such  governmental  authority.  To  revise 
authority  having  jurisdiction  or  to  conform  to J^^S^SSriSSSisrf  unit  and  string  the  effective  date  of  revision, 
a  unit  hereunder,  Lesse*  shall  f.  e  of  record  a  SwfaS  me  unit  by  virtue  of  such  revision,  the  proportion  unit 

To  the  extent  any  portion  of  the  leased  presses  m  the  absence  of  production  in  paying 

production  on  which  royalties  are  payable ^hen^cr  ^Uthe^te  ^^c™^  b  filing  of  ^  a  written  declaration 
quantities  from  a  unit,  or  upon  permanent  cessation  *^f' 

describing  the  unit  and  stating  me  date  of  tenmnauoa  ^J^J^^  "X  ^art  of  Ae  leasedlremises,  the  royalties,  and 
7.  Payment  Reductions.  If  Lessor  owns  less  than  tefi^ 

shut-k.  royalties  payable  hereunder  for  ^^^^^^^^^SL  in  such  part  of  the  leased  premises, 
proportion  that  Lessor's  interest  in  such  part  of  the  leased  * tn ™^  w  the  lease  is  payable  to  someone  other  than 

tX  extent  any  royalty  or  other  P^Te^^^  Lessor  hereunder. 

Lessor,  such  royalty  or  other  payment  shall  be  devised  or  otherwise  transferred  in  whole  or  m  part 

3.  Ownership  Changes.  The  interest  of  either  ^^^^^ySSSaM  extend  to  their  respective  heirs,  devisees, 
by  area  and/or  by  depth  or  zone,  and  the  rights  and  (,^^0  shau  have  the  effect  of  reducing  the  rights  or 

executors,  administrators,  successors  and  assigns.  No  change  in  Lessors  w™J >  sow 

en^theobli^^ 

been  furnished  the  original  or  duly  authenticated  copies  of  to,d«™^™^^2       of  division  order.  In  the  event  of  the 
l^seeoruntil  Lessor  has  satisfied  me  notito 

death  of  any  person  entitled  to  shut-in  royalties  a« entiSJ ^toshut-S  royalties  hereunder,  Lessee 

transferee  in  proportion  to  the  net  acreage  interest in  to  ^*?«tJ^LL<8(,  Md  fl|„  of  record  ,  written  rel«se  of  this  lease 

T^SS^TJSS^  SSSS"  less  than  600  feet  from  any  house  or  commercial  building  now  on  the  leased  premises 
litho^ "and  Lessee  shall  pay  for  damage  caused  by  to  operations  to  buildtngs  and  other  movements  now  on  the 

n^vimnmental  Safeguards  Lessee  shall  employ  such  measures  as  will  reduce  the  impact  of  its  operations  upon  improvements, 
ISSS^mJS^^.  Lessee'shall  use  reasonable  care  and  safeguards  in  conducting  its  operations  in  or  under 

]?V^ZZZ  "an  S  %Z  *e  disposai  of  trash.  storage  of  used  equipment  or  other  such  materials  on  Ore  well 
L  £ ME  iTweU  sites  in  a  neat  and  orderly  fashion.  Lessee  shall  construe,  or  improve  necessary  lease  ™ds  as  aU 

^^^^^ 

o^olS^Z  S^v^lKf  Lessee  for  producing  operations  as  nearly  as  is  reasonably  practicable  to  its  ongmal  state^ 
fa addMoi. m£  shalhnaintain  the  well  sites  in  a  manner  whereby  they  shall  be  free  of  noxious  vegetation  and  debns  resulting  from 
^^SS^^^P^  Le*ee  shall  remove  all  of  Lessee's  equipment  and  restore  the  surface  of  the  ground  as 

T^SSS^^  dialled  W  Less-  shall  be  drilled  in  comphance  with  the  surface  casing 
Stat/of  Texas  fe-  groundwater  protection  and  Lessee  shall  install  such  surface  casing  ,n  the  required 
manner  in  order  toinsure  the  protection  of  all  fresh  water  bearing  formations  in  and  under  the  leased  premises. 
L?  NoiTeXtemeTSd  Safety-  Lessee  shall  utilize  modem  equipment  with  appropriate  safeguards  in  its  drilling,  completion  and 
pLuc^g  o^aSn!  ZweZ  possible,  Lessee  shall  install  sound  barriers  and  utilize  hospital  grade  mufflers  on  compressors  to 
reduce  noise  levels  and  emissions  while  conducting  its  operations  m  populous  urban  areas.  .  

16  SeSTc SSSta  Lessee  shall  pay  for  all  damages  incurred  to  the  leased  premises  which  result  from ,  its  seismic  operafons 
aher  S^^ri^sTs  provided  herein,  by  execution  and  delivery  of  this  Lease,  Lessee  does  not  otherwise  obtain  the  right 
tocTndu*  exploration  excavation  or  drilling  operations  from  or  upon  the  surface  of  any  portion  of  the  leased  premises. 

17  Local  SEcS.  in  conducting  its  op'erations  hereunder,  Lessee  shall  comply  w,th  all  ordinances,  rules  or  regulations  imposed 
hv  rhe  Citv  of  Fort  Worth  or  other  governmental  agency  which  are  in  effect  as  of  the  date  of  this  lease.  ..... 

%  Rotation  a^  Delay  SJ-s  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws 
^^S^Sa^Sa  of  any  governmental  authority  having  jurisdiction,  including  restrictions  on  me  dnlling  and  producuon  of 
weUs  3  reSon  of  tte  price  or  transportation  of  oil,  gas  and  other  substances  covered  hereby.  When  dnlling,  reworking, 
nirfon  S^^^P«v«Jor  delayed  by  sifch  laws,  mles,  regulations  or  orders  or  by  inability  to  obtam necessary 
pem^uTpmS,  series,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  *™  w«^<^^ 

DurchasSs  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  wrtlun  Lessee  s  control  this  lease 
^S^^^^^  prevention  01  delay,  and,  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be  added 
o  meS^S  Ussee  shall  not  be  liable  for  breach  of  any  provisions  or  implied  covenants  of  this  lease  when  dnlling,  completion, 
$2^^oU^™V<^"*W  Ussorhereby  agrees  that  intheevent 

variance  waiver  or  other  relief  from  any  laws,  mles,  regulations,  or  orders  (which  for  purposes  of  tins  paragraph  shall  inc ude ^any 
orfTnce)  or  other  such  authority  exercised  by  (i.)  the  City  of  Fort  Worth,  including  but  not  luufedfe 

sas  drilling  and  production,  or  (ii.)  by  any  other  governmental  entity  or  authority  having  jurisdiction,  then  Lessor  shall  engage  m 
^soZe^^Z^J^  such  instmments  and  documents  Lessee  deems  necessary  or  convenient  m  seeking ; ^h  rehef 
LTthe^vent  Lessee  is  required  by  such  authority  to  acquire  Lessor's  consent  as  a  prereqmsite  to  obtain  such  variance  waiver  or  other 
rel  ef  SrWs  to^essee  and  agrees  that  Lessee's  leasehold  estate  acquired  hereunder  includes  the  nght  to  utilize  this  lease  as 
&^^  JS«  of^subsequent  variance,  waiver  or  other  relief  Lessee  seeks,  without  the  necessity  of  Lessee 
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obtaining  any  additional  or  subsequent  consent*  from  Usson  Lessor  n^ermore  agrees  no,  to  execute  documents  or  instruments  or 

mless  Lessee  is  niven  a  reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  tails  to  do  so 
?  iiSS  of  lS  thereby  agrees  to  defend  tiUe  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  a, ^sees ^opuon 
fJay  piT^rge  a£  taxes,  mortg^es  or  liens  existing,  levied  or  assessed  on  or  against  the  leased 

Mvforthe  costs  of  any  lien  subordination  that  Lessee  may  request  from  Lessor's  lender.  If  Lessee  exercises  such  option,  Lessee  shall 
^^S^SSTofSe  party  to  whom  payment  is  made,  and,  in  addition  to  its  other  rights,  may  not  reimburse  itself  out  of 
aTrcyXefo s£2 f^tieuSSnae  payable  to  Lessor  hereunder.  In  me  event  Lessee  is  made  aware  of  arry  claim  inconsistent 
wUh  lZ?s  titiTLSseTmarsuspend  the"  payment  of  royalties  and  shut-in  royalties  hereunder,  without  mterest,  until  Ussee  has 

Sbl^d^^ 

to  persons  or  property  caused  by  Lessee's  operations  on  the  subject  land. 

IN  wrTNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  execution! fj"  ^mdmg 
on  the  signatory  and  the  signatory's  heirs,  devisees,  executors,  administrators,  successors  and  ass.gns,  whether  or  not  this  lease  has 
been  executed  by  all  parties  hereinabove  named  as  Lessor . 

IN  WITNESS  WHEREOF  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR:  William  B.  Hale 


LESSOR:  Maria  Hale 


Signatui 
Individually 


ities  for  the  above  described  Land 


Title: 


Signature    f  v  

Individually  and  in  all  Capacities  for  the  above  described  Land 

Title  \ 


ACKNOWLEDGEMENTS 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


This  instrument  was  acknowledged  before  me  on  the 


$  day  of  MtScA. 


.,2008,  by      (J>il<+^  ^ 


MITCHELL  IAN  CHAPMAN 
r£2£#\  Notary  Public.  State  of  Texas 
.\J     My  Commission  Expires 
FrtHUOry  12,2012 


Notary  Public  for  the  Stat«8f  Texas 


STATE  OF  TEXAS  § 

§ 

COUNTY  OF  TARRANT  § 


This  instrument  was  acknowledged  before  me  on  the  I        day  of 


, 2008,  by 


-rf3v>,.         JOSE  O.  CRUZ 


Notary  Public  for  the'State  of  Texas 
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EXHIBIT  "A" 

3  \\<y  ,2008, BY 


LESSEE. 


LEGAL  DESCRIPTION 


T  OT  2  BLOCK  QF  HTVER  TRAU  5iAnmTfON.PWARKnT.  SECTION  FOTTW  AN  ADDITION  TO 
T  °T^T^v  S  SVt  WORTH,  TARR  AMT  POT  TNTY.  TEXA  S  ACCORDING  TO  THE  PLAT 

^^^^^C.^^^T^^  OF  THE  PI  AT  RECORDS  OF  TARRANT 

  BOUNTY.  TEXAS. 
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Addendum 


L  DEFINITIONS 

As  used  herein,  "River  Trails"  includes  the  area  bordered  by  the  following: 

North:  by  Trinity  Boulevard; 
East:     Precinct  Line  Road 
South:    by  Saranac  Trail 
West:    by  Salado  Trail 

Lessee  shall  hire  an  independent  surveyor  to  conduct  the  survey,  and  shall  pay  all  expenses  associated  with 
the  survey.  Attached  hereto  as  Exhibit  "B"  is  a  map  of  the  area  comprising  "River  Trails"  as  defined 
herein. 

For  the  same  consideration  stated  above,  Lessor  agrees  and  does  hereby  communitize  their  mineral  interest 
in  the  "River  Trails"  Subdivision  with  all  other  mineral  owners  in  the  "River  Trails"  Subdivision  entering 
into  a  Carrizo  lease  which  contains  a  similar  communitization  provision.  Such  communitization  shall  be 
based  upon  a  fraction  with  a  numerator  reflecting  the  amount  of  net  mineral  acres  contributed  by  each 
respective  communitizing  Lessor  and  a  numerator  reflecting  the  total  number  of  acres  covered  by  the 
"River  Trails"  Subdivision  which  for  the  purposes  of  this  provision  shall  be  deemed  to  contain  297  acres  of 
land  more  or  less.  It  is  expressly  understood  and  agreed,  in  the  event  all  or  part  of  the  Lease  is  released 
and/or  the  Lease  fully  or  partially  expires,  that  each  respective  communitizing  Lessor  shall  own  their 
respective  and  separate  mineral  interest,  which  is  so  released  or  which  expires,  in  the  same  manner  and/or 
proportion  as  immediately  prior  to  the  date  of  execution  of  this  lease  as  fully  as  though  this  lease  had  never 
been  executed.  Pooling  all  or  part  of  River  Trails  Subdivision  shall  perpetuate  the  mineral  mterest  covered 
by  this  lease  pursuant  to  the  pooling  provision  contained  herein.  Any  non  released  and/or  non  expiring 
mineral  interest  cover  by  this  lease  shall  continue  to  be  administered  as  a  communitized  mineral  interest 
under  this  provision. . 


